com 


TECHNOLOGY  AND  THE  BOTTOM  LINE 
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Beils  and  WHistles: 
What  Shoppers  Really 
Use  Online,  p.  8 


Call  Centers  Set  Up 
Shop  in  Small-Tbwn 
U.S.A.,  p.  10 


Cast  Out  Old  IT 
Spending  Habits,  p.  i2 


Wall  Streets  New 
Love  Affair  With  IT 


Inside  the  CIOs’ 
Secret  Haven,  p.  24 


How  to  Pick  the 


Send  Blackmailing 
Crackers  Packing,  p.  32 


Smart  companies  are  saving  million 

''  ' 

killing  off  high-risk  IT  projects,  p.  16 


A  S  U  P  P  l,i‘M  ENT  TO  K  Qf iP;U  T  ER  W  0 ,fl 


One  day  you  wake  up  and  realize  fhat  your  e-commerce  site  is,  well,  all  your  commerce 


Cisco  has. 

Ninety  percent  of  Cisco  orders  ore  processed  through  o  critical  e-commerce 
application  called  Cisco  Connection  Online.  It  brings  together  over  400  content 
developers,  700,000  data  files,  and  1 75  applications  to  generate  $55  million 
in  revenue  every  day.  Needless  to  say,  as  CCO  goes,  so  goes  Cisco. 

Cisco  asked  Kintano  for  help  in  technology  chain  automation  for  this 
e-commerce  side  of  their  business.  By  providing  secure,  systemized  processes 
with  increased  visibility,  self-service  reviews  and  approvals,  and  automated 
deployment  of  new  site  functionality,  we  have  delivered  in  spades,  Revenues  through 
CCO  have  quadrupled  from  $4  billion  to  $17  billion  a  year,  while  the  team 
required  to  manage  the  site  has  decreased  by  25%. 

Believe  it  or  not,  results  like  these  can  be  achieved  almost  overnight.  We  can 
radically  accelerate  the  speed  at  which  your  business  eon  evolve.  Do  it  in  Kintona  time 
Visttww'.v  kinlcifio.o-;;!  coi:  ^ 


4' ,3'--  .4 


imstone 


IP-ENABLED  FRAME  RELAY:  Go  beyond  the  limits  of  your 
existing  networks  without  sacrificing  either  the  investment 
you've  already  made  in  them  or  the  security  of  your  data. 
An  AT&T  Business  IP-enabled  Frame  Relay  cost-effectively 
connects  all  your  locations,  applications  and  functionality 
anywhere  in  the  world.  Old  limitations  dissolve.  And  disparate 
legacy  systems  come  together  in  a  free  flow  of  information. 


AT&T  Business 

Innovative  Networks.  Innovative  Thinking 


©2001  AT&T  Business 


Gejt  more  from  your  systems.  Talk  to  an  AT&T  Business  networking  specialist  at 
1  294-9769  or  visit  www.att.com/business/speed 


risk  &  reward 

16  Cutting  IT  Losers  Loose 

As  many  as  80%  of  technology  projects  cost  more 
than  they  return.  Companies  are  saving  millions  by 
using  portfolio  management  techniques  to  identify 
and  ax  unprofitable  projects  before  they’re  in  the 
red.  BY  ROBERT  L.  SCHEIER 


24  Inside  the  CIO  Brain  Trust 

As  CEO  of  The  Research  Board,  Peter  Sole  com¬ 
mands  the  attention  of  1 00  of  the  most  influential 
CIOs.  In  an  exclusive  interview^,  Sole  talks  about 
how  these  leaders  are  shifting  from  cost  savings  to 
speed  and  agility  as  key  metrics  for  measuring 
business  value.  BY  MARY  FRAN  JOHNSON 


risk  &  reward  on  the  web 

A  Watched  Worker 

Fear  of  six-figure  lawsuits  has  companies  racing  to  moni¬ 
tor  their  employees’  e-mail  and  Internet  use.  But  experts 
say  the  best  defense  starts  with  an  explicit  privacy  and 
usage  policy.  We  tell  you  why  you  need  one  and  how  to 
craft  it.  Go  to  www.computerworld.com/roi/or  the  story. 


6  Taking  Stock, 
Contributors 

top  line 

8  Touchy  Issue:  Fingerprint  scan¬ 
ners  and  other  biometric  gadg¬ 
ets;  Long  Overdue:  Praise  be  to 
corporate  librarians;  Clicking 
With  Customers:  Web  site  bells 
and  whistles  that  shoppers  use. 


peer  review 

12  Golden  Rules 

BY  THORNTON  A.  MAY 
Business  leaders  should  toss  out 
old-school  rules  for  funding  IT 
projects  and  invest  as  though 
their  futures  depend  on  it. 

14  Spinning  the  Street 

BY  PIMM  FOX 
Web-based  supply  chains  and 
customer  management  systems 
are  among  the  projects  smart 
firms  are  touting  on  Wall  Street. 

bottom  Line 

30  Leadership 

Venture  capitalist  GusTai 
reveals  how  to  maximize  pay¬ 
back  when  buying  technology 
from  an  unproven  start-up. 

32  Security 

Forget  negotiating  with  would- 
be  extortionist  hackers, writes 
Ann  Flarrison.  It  never  pays  off. 

34  Take-Aways 

Balance  Sheet:  Holborn  Corp.’s 
new  $85,500  Web  site.  Also,  see 
what  new  KOI  stories  can  be 
foLiml  online. 
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TAKING  STOCK 


There’s  A  scene  in  the  i  940  musical  Babes  in  Arms 
in  which  1 8-year-old  Judy  Garland  turns  to  her  co- 
star,  a  cash-strapped  Mickey  Rooney,  with  her  one 
good  idea  for  raising  some  much-needed  money. 
“Come  on,  kids,  let’s  put  on  a  show!”  Garland  sings. 
■  In  the  Internet  economy’s  opening  act,  plenty  of 
companies  applied  the  same  kind  of  idealistic  think¬ 
ing  to  their  technology  investments,  particularly 
Web  commerce  initiatives. The  greater  the  number 
of  showy  bells  and  whistles  on  a  site,  the  thinking 
went,  the  greater  the  number  of  glitz-hungry  cus¬ 
tomers  who  would  show  up  to  click  and  buy.  Sales 
and  efficiency  rates  would  soar,  costs  would  decline  sharply  and  companies  would  tap- 
dance  their  way  to  greater  profitability.  ■  Cut!  aThe  script  has  changed  dramatically. 
Now  it’s  Act  2.  Daydreams  are  out.  Discipline  is  in.  Today,  smart  organizations,  such  as 
ING  Americas  and  the  U.S.  Department  of  Housing  and  Urban  Development,  are 
applying  the  same  kind  of  financial  scrutiny  to  technology  projects  that  they  apply  to 
other  capital-intensive  investments,  writes  Robert  L.  Scheier  in  our  cover  story  about 
calculating  and  auditing  IT  project  risks  and  rewards  {page  1 6).  The  payoff  for  some  firms 
is  savings  of  millions  of  dollars  per  year.  ■  Discipline  is  also  a  requirement  for  compa¬ 
nies  racing  to  develop  Internet  and  e-mail  monitoring  softw  are  as  a  means  of  enforcing 
privacy  policies.  As  companies  expand  globally,  they  must  also  continually  track  and 
implement  the  regulations  of  other  countries,  whose  privacy  laws,  like  those  of  the  U.S. , 
are  ever-changing  {www.computerworld.com / roi) .  m  And  the  script  isn’t  the  only  thing  chang¬ 
ing.  There’s  also  a  chorus  line  of  new  and  unproven  technology  players.  In  this  issue, 
columnist  GusTai  offers  tips  on  how  to  increase  your  odds  of  choosing  a  rising  star  {page 
30).  ■  Also,  in  an  exclusive  interview  with  Computerworld  Editor  in  Chief  Maryfran  John¬ 
son,  The  Research  Board’s  executive  director,  Peter  Sole,  tells  of  how  companies  are  shift¬ 
ing  their  meaurement  focus  from  simple  cost-cutting  to  concentrate  on  speed,  agility 
and  innovation  {page  24).  ■  These  are  just  a  few  of  the  highlights  you’ll  find  in  this  issue 
of  KOI,  where  bottom-line  thinking  about  technology  aims  to  help  you  deliver  more  than 
short-term  showmanship.  The  goal  is  a  major  hit  with  a  very  long  run. 

—  Julia  King 

CONTRIBUTORS 


MITCH  BETTS,  Comp  uterworld’s  Washington 
bureau  chief,  has  covered  the  role  of  technol¬ 
ogy  in  business,  politics  and  society  for  more 
than  16  years.  ■  PIMM  FOX  is  Computerworld' s 
West  Coast  bureau  chief  and  has  reported  on 
business  for  18  years.  ■  ANN  HARRISON  is  a 
San  Francisco-based  journalist  who  reports 
on  computer  security  and  privacy  for  a  wdde 
range  of  publications.  ■  MARYFRAN  JOHNSON 
is  Computerworld'?,  editor  in  chief.  ■  THORNTON 


A.  MAY  is  corporate  futurist  and  chief  aware¬ 
ness  officer  at  Waltham,  Mass. -based  Guardent 
Inc.  and  an  adjunct  faculty  member  at  the  John 
Anderson  Graduate  School  of  Management  at 
UCLA.  ■  ROBERT  L.  SCHEIER  is  a  freelance 
writer  in  Boylston,  Mass.,  and  a  former  Com¬ 
puterworld  editor.  ■  GUS  TAI  is  a  general  part¬ 
ner  at  venture  capital  firm  Trinity  Ventures  in 
Menlo  Park,  Calif. ,  which  invests  in  enter¬ 
prise  software  start-ups. 
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WE  DIDN'T  JUST  JUMP  ON  THE 
INFRASTRUCTURE  BANDWAGON. 

WE  BUILT  IT 


It's  time  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
"infrastructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
Unicenter®  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
infrastructure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
software.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
in  wire  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
overnight.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
when  we  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
the  software  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 


Computer  Associates™ 


HELLO  TOMORROW 


WE  ARE  COMPUTER  ASSOCIATES 


THE  SOFTWARE  THAT  MANAGES  eBUSINESS 


ca.com 


©2001  Computer  Associate.s  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logo;;  referenced  herein  belong  to  their  recpnntivn  '-ompamo;. 


TIPS,  TACTICS  AND  TIMELY  INFO  ABOUT  TECHNOLOGY  PAYBACK 


r 


COMPILED  BY 
MITCH  BETTS 


touchy  issue 

Biometrics’ 
Bubble  Bursts 


b; 


How  Companies 
Authenticate  Users 

Passwords  9Z%  Certificates  24% 

Tokens  26%  Biometrics  4% 

Smart  cards  24%  Other  10% 

Source:  Forrester  survey  of  Global  2,500; 
multiple  responses  allowed 


IG-NAME  VENDORS  SUCH  AS  MICROSOFT 
Corp.  and  Dell  Computer  Corp.  have 
zealously  endorsed  biometric  authentication 
—  those  keyboard  devices  that  capture  a  fin¬ 
gerprint  scan  to  identify  users  before  they  can 
get  into  a  system.  But  don’t  buy  the  hype, 
says  Cambridge,  Mass.,  research  firm  For¬ 
rester  Research  Inc. ,  because  this  is  still  early- 
adopter  technology.  It  will  be  another  three 
years  before  user  experience  and  the  tech¬ 
nology  are  mature  enough  for  effective  imple¬ 
mentations,  says  analyst  Frank  Prince. 

For  one  thing,  the  finger¬ 
print  readers  are  at  least  25% 
more  expensive  than  smart- 
card  readers.  And  both  are 
more  expensive  than  pass¬ 
words,  which  don’t  need  spe¬ 
cial  hardware. 

It  will  take  until  2003  for  the  ROI  of  bio¬ 
metrics  to  become  clear.  Prince  says.  Also, 
“when  those  consumers  realize  that  digital 
fingerprints  leave  trails  that  can  be  used  in 
court,  a  privacy  firestorm  will  ensue,” he  says. 


cybrarians 

Office  Libraries 
Check  Out 

WITH  SO  MUCH  INFORMATION  AVAILABLE 

for  free  on  the  Internet,  is  your  corporate 
information  center  —  an  ofRce  of  librarians  who 
buy  high-priced  content  —  really  worth  it? 

The  answer  is  an  overwhelming  yes,  accord¬ 
ing  to  Outsell  Inc.,  a  firm  in  Burlingame,  Calif., 
that  studies  the  information  industry. 

Outsell’s  analysis  of  data  from  4,700 
respondents  showed  that  when  corporate  end 
users  got  beneficial  data  from  their  information 
centers,  they  either  boosted  revenues  by  an  aver¬ 
age  of  $801 ,585,  cut  costs  by  an  average  of  $2,549 
or  saved  an  average  of  12  hours. 

“The  lesson  here  is  not  that  every  interac¬ 
tion  with  the  corporate  library  is  a  moneymaker 
or  a  dollar-saver,  but  when  people  do  turn  to  the 
library  to  support  their  decisions,  quite  often,  a 
lot  of  money  is  on  the  line,”  says  Outsell 
researcher  Mary  Corcoran. 


use  it  or  lose  it 

Clicking  With 
Customers 

Forget  fancy  electronic  wish  lists  and  e-mail 
gift  reminders.  The  Web  site  bells  and  whis¬ 
tles  that  online  buyers  use  most  often  are: 

1  •  Close-up  images  of  products 

2.  Stock  availability  information 

Product  comparison  reviews 

A  search  function 

5*  A  toll-free  number  for  customer  service 

Source:  PricewaterhouseCoopers,  Columbus,  Ohio 
Base;  547  online  shoppers 
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dynamic  pricing 

Railroads  Take  Cue  From  Airlines 


You  KNOW  ABOUT  YIELD  MANAGE- 
ment,  even  if  you  don’t  know  the 
term.  It’s  how  sophisticated  computer  pro¬ 
grams  allow  the  airlines  to  charge  different 
rates  for  seats  (depending  on  the  laws  of 
supply  and  demand)  to  optimize  revenue. 
Yield  management  has  already  spread  to 
the  hotel  industry,  and  according  to  Mer¬ 
cer  Management  Consulting  Inc. ,  it  should 
become  an  important  force  in  the  railroad 
industry,  too. 

Railroads  are  losing  market  share  to 
truck  competition  and  have  already  milked 
the  cost  efficiencies  from  deregulation  and 
mergers,  says  Gilles  Roucolle,  a  Montreal- 
based  Mercer  consultant.  “There  is  a  great 
opportunity  for  railroads  to  now  shift  their 
attention  to  grow  the  revenue  line  prof¬ 


itably,”  Roucolle  says.  And  that  means  rev¬ 
enue-enhancing  technologies  such  as 
demand  forecasting,  business  intelligence 
and  dynamic  pricing. 

But  pricing  isn’t  the  only  area  that 
needs  improvement.  Corporate  trans¬ 
portation  and  logis¬ 
tics  managers  — 
the  rail  industry’s 
biggest  customers 
—  still  look  for  the 
cheapest  price  on 
their  freight  bills, 
but  they’re  also 

interested  in  value-added  logistics  services, 
on-time  performance  and  transit  time.  “The 
customer  equation  is  getting  increasingly 
complex,”  Roucolle  says. 


in  the  past  20  years,  the  four 
Class  A  railroads  have  saved 
$20  billion  through  consoli¬ 
dation.  They've  passed  8o% 
of  that  on  to  customers  as  ' 
rate  cuts. 


talking  heads 

‘The  world’s  total  production  of  information  arriounts 
to  about  250  megabytes  for  each  man,  woman  and 

child  on  Earth.  It  is  clear  that  we  are  all  d  rOWn  i  n  ^  in  3  S03  of^ 

information.  The  challenge  is  to  learn  to  swim  in  that  sea, 

rather  than  drown  in  it.”  —  PETER  LYMAN  AND  HAL  R.  VARIAN 

(www.sims.berkeley.edu/how-much-info/) 


the  list 
Barriers 
To  Mobile 
E-Commerce 


1 

2 

3 

4 

5 

6 

7 

8 


9 

10 


Narrow  bandwidth 
means  slow  downloads. 

Small  screens  with 
tiny  keypads. 

Batteries  run  out 
(especially  for  color 
devices  with  big 
screens). 

Dead  cells,  bad  recep¬ 
tion  and  opposition  to 
cellular  towers. 

Lack  of  standards. 

Security  and  privacy. 

Expensive  infrastruc¬ 
ture  and  skimpy 
revenue. 

Limited  applications. 
Beyond  checking 
scores,  stocks  and  the 
weather,  what  else  is 
there? 

Distractions.  Some¬ 
times  you  have  to  look 
at  the  road  or  watch 
where  you’re  walking. 

Customers  are  turned 
off  by  the  gap  between 
hype  and  reality. 


Source:  Ciga  Information 
Croup  Inc.,  Cambridge,  Mass. 


PHOTOGRAPH:  VITO  ALUIA 


WWW.COMPUTERWORLD.COM/ROI  MAY. JUNE  2001  VO 


network  oops 

All-Too-Common 
Security  Flaws 

I  imWilliams,  a  former  FBI  special  agent  who 
m  investigated  network  break-ins,  says  he’s  worried 
that  any  downturn  in  the  economy  will  lead  to  cut¬ 
backs  in  corporate  security.  That  would  be  a  big 
mistake,  says  Williams,  now  a  consultant  at  S3  Net¬ 
works  LLC,  a  professional  services  firm  in  Oak- 
brook  Terrace,  Ill.  He  cites  the  following  hidden 
security  traps: 


calling  home 


Overdependence  on  firewalls  or  other  products, 
without  monitoring  the  network  for  intrusions. 

O 

Network  administrators  pulling  double  duty  as 
security  managers.  They  just  don’t  have  the  time 
or  skills. 


■  Lack  of  company  wide  security  training. 

Overlooking  security  on  telephone  switches,  voice 
mail  and  modem  banks. 


heads  up 

The  CEO  Agenda 

Top  CEO  issues,  in  order  of  importance: 

1  •  Increasing  profitability 

2.  Business  growth 

3.  E-commerce 

4.  Improving  IT  performance 

5»  Strategic /cultural  change 
6.  Mergers  and  acquisitions 

Source:  Compass  America  Inc.,  Reston,  Va.;  2000  survey  of  412  global  CEOs 


Setting  Up  Shop  in 
Small-Town  U.S.A. 

Looking  to  build  a  new  call  center  to  han- 
dle  phone  and  online  customer  contacts?  Sure, 
you  could  do  it  in  popular  big  cities  such  as  Dallas, 
Chicago  or  St.  Louis.  But  consider  building  in  some 
unlikely  places  to  tap  into  the  labor  pool  of  small-town 
America,  suggests  Andy  Shapiro,  a  location  consult¬ 
ant  at  Deloitte  &.  Touche  Fantus  in  New  York. 

More  and  more  call  centers 
are  sprouting  up  in  towns  like 
Stevens  Point,  Wis.;  Marquette, 
Mich.;  and  Rockland,  Maine. 
Companies  that  enter  the  market 
early  enough  “are  finding  that 
they  can  become  the  ‘employer  of 
choice’  in  these  small  communi¬ 
ties,”  Shapiro  says.  The  next 
wave,  he  adds,  may  blossom 
along  the  U.S.  border  with  Mexi¬ 
co  —  from  Pharr,  Texas,  to  Sierra  Vista,  Ariz.  —  as  com¬ 
panies  seek  access  “to  one  of  the  few  remaining  pools 
of  available,  low-cost  labor  in  North  America.” 

Research  Data  Design  Inc.  recently  opened  a  bilin¬ 
gual  call  center  in  Las  Cruces,  N.M.  And  Tele-Servic¬ 
ing  Innovations  Inc.  has  opened  a  series  of  call  cen¬ 
ters  stretching  across  rural  Idaho.  The  latest  one  is  in 
a  former  hardware  store  on  Main  Street  in  Jerome, 
Idaho,  population  7,000. 


r 

what  percentage  of  your  operating 
budget  is  personnel/labor  related? 

50%-59%  131 

26.7% 

6o%-69%  125 

25.5% 

70%-79%  122 

24.8% 

8o%-89%  8 

16.5% 

Over  90%  32 

6.5% 

(Total  responses:  491) 

Source:  March  2001  survey  by  Support- 
industry.com,  Santa  Barbara,  Calif. 

L _ 
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are  you  ready? 

By  2005,  more  than  halfofthe 

Internet's  users  WOH  t  be  native 
speakers  of  English. 


43% 

Native  English 
speakers 

147.5  million 


tive 

h  speakers 


(Projected) 


Source:  Computer  Economics  Inc.,  Carlsbad,  Calif. 


resource  alert 

Web  Sites  for 
Busy  Executives 

CEO  EXPRESS  (www.  ceoexpress.  com) :  A  business 
portal  created  for  CEOs. 
MEANSBUSINESS.COM  (  WWW.  meansbusiness. 
com):  A  unique  database  of  more  than  20,000 
key  ideas  from  business  and  management 
books.  Try  the  free  newsletter. 
KNOWLEDGE@WHARTON  (http: /  /knowledge. 
wbarton.upenn.edu):  The  latest  business  and 
management  insights  from  The  Wharton 
School  at  the  University  of  Pennsylvania. 
“THE  RAPIDLY  CHANGING  FACE  OF  COM¬ 
PUTING"  (  www.compaq.com/rcJoc):  An  eye¬ 
opening,  accessible  newsletter  about  technol¬ 
ogy  innovations.  It’s  weekly,  and  it’s  free. 
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Platform  Compyfing 


Delivering  Productivity  and  Connectivity 


+1.888.514.3333 

(North  America  only) 

+1.905.948.8448 

www.platform.com 


in  Distributed  Computing. 

As  business  demands  increase  and  information  exchange 
becomes  more  complex,  people,  hardware  and  software  must  be 
managed  effectively,  and  in  many  cases,  across  multiple 
continents  and  time  zones. 


Piotform  con  moke  a  difference.  As  pioneers  of  Distributed 
Resource  Management  (DRM),  we  offer  a  family  of  end-to-end 
enterprise  management  tools  for  workflow  analysis, 
reporting  and  capacity  planning,  the  SitaAssure  Suite 
for  fault  management  and  application  service 
assurance  and  the  LSF  Suite  of  workload  management 
solutions. 


Find  out  how  Platform  customers  around  the  globe  are  using 
our  solutions  to  bridge  worlds  of  people,  networks,  systems  and 
applications...  saving  money,  getting  to  market  faster  and 
achieving  the  highest  levels  of  productivity  in  their  Enterprise, 
Internet  and  design  computing  environments. 
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BY  THORNTON  A.  MAY 

Return  on  Rebellion 

A  revolt  won  business  a  hand  in  IT  spending.  Now,  the  front  line  is  the  future 


IN  French,  “roi”  means  “king.”  Yet  “return  on 
investment”  —  that  technique  designed  to  allow  non- 
IT  people  to  evaluate  the  relative  worth  of  IT  projects 
—  isn’t  a  noble  or  particularly  effective  undertaking,  espe¬ 
cially  as  currently  practiced. 

Business  people  have  always  been  interested  in  how  IT 
dollars  actually  get  spent.  A  former  chairman  at  a  major 
Detroit  auto  manufacturer  was  rumored  to  have  said,  “If  I 
had  all  the  money  we  spent  on  IT  back,  I  could  have  bought 
Toyota  and  Honda.”  So  those  cavalier  “Let  them  eat  cake” 
days  when  IT  executives  delivered  what  they  wanted,  when 
they  wanted,  independent  of  business  needs,  are  behind  us. 

The  pendulum  has  swung  from  IT  as  ruling  monarch 
of  how  money  gets  spent  to  IT  as  puppet  to  the  whim  of  an 
unruly  mob  of  business  people,  blindly  giving  out  everything 
that’s  asked  for.  Of  course,  we  all  know  that  any  resource 
allocation  technique  must  reflect  the  needs  of  the  business. 
Jim  Griffin,  former  director  of  IT  at  Geffen  Records  (part 
of  Interscope  Records  Inc.  in  Santa  Monica,  Calif.)  and 
currently  CEO  at  Cherry  Lane  Digital  LLC,  is  famous  for 
oversimplifying  IT  resource  allocation  to  its  political  base 
elements.  As  he  puts  it,  “If  your  budget  is  getting  cut,  it’s 
because  you  are  having  lunch  with  the  wrong  people.” 

Today,  we  find  our  companies  on  the  cusp  of  making 
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critical  infrastructure  investments  that  will  drive  the  eco¬ 
nomics  of  information  management  and  support  (or  not 
support)  their  relationships  with  suppliers  and  customers. 
Painter  Jackson  Pollock  told  us,  “Each  age  finds  its  own  tech¬ 
nique.”  Senior  management  teams  must  now  develop  their 
own  techniques  to  greenlight  IT  expenditures. 

New  techniques  of  financial  behavior  are  desperately 
needed  in  the  areas  of  security,  data  and  privacy  protection, 
where  IT  investment  techniques  tend  to  be  reactive.  Bud¬ 
get  requests  are  denied  until  an  incident  occurs.  The  bot¬ 
tom  line,  quite  literally,  is  that  we  are  doing  it  wrong. 

General  Electric  Co.  CEO  Jack  Welch,  speaking  to 
financial  analysts  recently,  explained  that  despite  the  soften¬ 
ing  in  the  economy,  the  investment  community  wouldn’t 
see  “one  ounce  of  slowdown  in  technology  spending”  at  GE. 
Rather,  he  said,  “This  is  the  moment  to  widen  the  gap.” 

One  way  your  company  can  widen  that  gap  is  by  look¬ 
ing  at  not  only  how  much  you  spend,  but  also  how  you  make 
spending  decisions.  Financial  techniques  of  the  past  fund¬ 
ed  technology  initiatives  by  focusing  on  managing  the  busi¬ 
ness  rather  than  creating  what  the  business  will  become.  We 
invested  in  technologies  that  solved  today’s  problems  rather 
than  the  problems  of  tomorrow.  The  true  revolution  will 
occur  when  we  focus  on  the  future  instead  of  the  past.  ROI 

ILLUSTRATION:  YUMI  HEO 


Visual  IP  Insight  for  Customer-Tailored  Performance 

Remember  when  you  were 

satisfied  with  only  a  little 


performance? 


These  days,  a  lot  of  people  are  monitoring  your 
network  performance.  They're  called  Users.  And 
they  have  some  very  definite  opinions  about  what's 
acceptable  performance.  The  real  question  is  how 
exactly  do  you  deliver  all  the  performance  your 
network  is  capable  of?  The  answer  is  Visual  IP 
Insight™  It  gives  you  a  look  at  every  kind  of  IP 
access- dial-up,  VPN,  DSL,  you  name  it-and  also 
lets  you  customize  reports,  validating  the 
performance  of  each  and  every  one  of 
them.  Real-time  monitoring  lets 
you  troubleshoot  on  the  fly  for 
the  ultimate  in  service  level 
management.  And  IP  InSight's 
Customer  Care  Suite  gives 
your  help  desk  all  the  tools  they 
need  to  do  exactly  everything 
their  name  implies. 


How  much  does 
your  network  really 
have  under  the  hood?  Find 
out  with  our  IP  InSight  demo 
at  www.vtsuainetworks.comA 
ipiroidemo  and  get  alt  the 
performance  your  net¬ 
work  has  to  give. 


VISUAL 

NETWORKS* 


Check  out  our  Web-based  IP  InSight  demo  at 
www.visualnetworks.com/ipiroidemo  or  visit  us  at  N  +  i 
Booth  5523  to  experience  IP  InSight  for  yourself. 


www.visualnetworks.com/ipiroidemo 

1-800-240-4010 
UK:  -^44  (0)  118  988  0242 
Asia/Pacific:  65-430  6786 


©2000  Visual  Networks  Technologies,  Inc.  All  rights  reserved.  Visual  Networks  and  Visual  UpTime  are  registered  trademarks 
of,  and  Visual  Trinity,  Visual  eWatcher  and  Visual  BenchMark  are  trademarks  of  Visual  Networks  Technologies,  Inc. 


SPINNING  THE  STREET 


BY  PIMM  FOX 

Wall  Street’s  New  Darling 

Smart  companies  are  talking  up  their  IT  initiatives  to  win  investors 


PROFESSIONAL  FINANCIERS  AND  INDIVIDUAL  INVESTORS 

use  many  measures  to  decide  whether  to  back  a 
company.  Some  stare  at  charts;  others  read  annual 
reports  or  talk  to  senior  management. 

But  increasingly,  they’re  all  getting  the  same  message: 
IT  is  a  key  component  of  a  company’s  value. 

“What  you  are  seeing  is  companies  using  supply-chain 
management  and  cost  reduction  because  it  is  demonstrable 
to  investors,”  says  Peter  Sealey,  a  professor  of  marketing  at 
the  University  of  California  at  Berkeley.  That’s  because 
using  IT  to  take  two  or  three  percentage  points  out  of  the 
cost  structure  of  an  auto  plant  or  grocery  store  chain  is 
something  Wall  Street  analysts  understand,  he  says. 

Other  companies  are  following  suit.  For  example, 
major  airlines  are  touting  their  technology  investments  in 
hopes  of  being  rewarded  with  stock  values  similar  to  those 
of  high-tech  companies  like  Microsoft  Corp.,  Sealey  says. 


Other  brick-and-mortar  firms  are  showcasing  their  IT  as  a 
way  of  countering  dot-coms.  “Fortune  500  companies  are 
looking  at  the  incredible  multiples  these  technology-driv¬ 
en  companies  command  on  Wall  Street  and  saying,  ‘We 
own  the  assets.  We  want  some  of  that,  too,’  ”  Sealey  says. 

But  such  IT  showcasing  represents  a  distinct  about-face 
for  nontechnology  companies,  which  traditionally  have 
been  tight-lipped  about  their  IT  strategy  and  operations. 

Fortune  500  companies  used  to  view  their  IT  infor¬ 
mation  as  proprietary,  but  with  the  success  of  companies 
such  as  Wal-Mart  and  General  Electric,  senior  manage¬ 
ment  teams  now'  see  IT  as  a  part  of  the  value  story  they  must 
communicate,  says  one  Silicon  Valley  venture  capitalist. 
Wall  Street  analysts  and  investors  now  want  to  hear  about 
e-business  strategies  and  what  companies  are  doing  with  IT 
to  tighten  relationships  with  trading  partners,  he  says. 

This  emphasis  could  be  a  generational  shift.  “We  have 
the  first  president  of  the  U.S.  with  an  MBA,  and  companies 
have  managers  who  have  grown  up  with  technology.  They 
understand  the  PC  and  how  it  changes  productivity,”  says 
Sealey.  “Heck,  you  even  have  Jack  Welch,  GE’s  CEO,  telling 
Wall  Street  that  IT  is  instrumental  in  creating  value.” 

But  William  Mahoney,  executive  editor  of  Shareholder 
Value,  a  Philadelphia-based  investment  publication,  says  he 
sees  corporate  trumpeting  of  IT  as  part  of  an  overall  trend 
toward  more  informed  investors.  “The  fact  that  nontech 
companies  are  focusing  on  technology  isn’t  the  issue.  The 
whole  notion  here  is  to  provide  valuable  information  to  the 
stock  market  in  terms  of  what  drives  a  company’s  value,” 
Mahoney  says.  “The  mind-set  now  is  that  the  more  the 
investment  community  knows  about  strategy  and  key 
programs  —  the  value  drivers  —  the  better.” 

But  playing  up  IT  doesn’t  always  work.  “Growing  top¬ 
line  revenue  and  bottom-line  earnings  are  what  matter,” 
he  says.  “Professional  investors  have  pretty  sophisticated 
methods  for  predicting  a  company’s  future  results  and  aren’t 
moved  by  billboards  or  ads  that  broadcast  a  company’s  IT.” 

Yet  despite  IT’s  open-ended  role  in  making  firms  more 
competitive,  expect  to  hear  more  of  them  trumpeting  their 
IT  advances.  After  all,  it  beats  talking  about  layoffs.  ROI 
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877-972-0  wo 


FREE 

Internet  Acceptable  Use 
Policy  whitepaper  at: 
wvy^.stbernard.com/iap.htm 


/  The  only  true 

CY  "plug  and  play"  Internet  access  management  appliance. 

Complete  flexibility  allows  precise  tailoring  and  enforcement 
of  Internet  acceptable  use  policies. 

y  Monitors  and  blocks  access  to  non-productive,  inappropriate, 
n/  sexually  explicit  or  racially  offensive  sites  at  the 
administrator's  discretion. 


Over 

Business  Related.* 


Billions  in  lost  productivity.  Potential  lawsuits  for  allowing  access  to  pornographic  or  racially  offensive  sites.  Downtime  from  networks  over¬ 
loaded  with  broadband  web  surfing.  It’s  time  to  draw  the  line  with  iPrism™  -  the  only  "plug  and  play"  Internet  access  management  appliance. 
iPrism  can  be  configured  to  block  access  to  over  60  inappropriate  or  non-productive  site  categories.  More  than  8000  new  sites  are  found, 
categorized,  and  reviewed  by  iPrism  analysts  weekly.  iPrism's  precision  control  is  unequaled  in  letting  you  determine  on  a  group-by-group  or 
user-by-user  basis  exactly  which  site  categories  can  be  viewed.  iPrism's  time-slot 
editor  even  allows  access  control  by  time  of  day.  For  complete  details,  call 

877-972-0100  or  visit  www.stbernard.com.  iPrism  means  business.  "K  T  A 

(ERNARD 


1 6882  West  Bernardo  Dr.,  San  Diego,  CA  921 27 

*  IDC  Research  iPiism  is  a  trademark  of  Internet  Products  Inc,  Internet  Products  is  a  wholly  owned  subsidiary  of  St.  Bernard  Software  Inc. 
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Need  to  control  your 
unbalanced,  runaway  or 
underperforming  IT  projects? 

Try  looking  at  them  as  a  portfolio  of 
investments  —  and  let  the  projects  that 
don’t  pass  these  three  payback  tests  take  a  fall 
BY  ROBERT  L.  SCHEIER 


Quick  riddle;  What’s  the  difference 
between  a  250,000-square-foot  warehouse 
in  Singapore,  an  upgrade  to  your  firm’s 
Web  site  and  1 0,000  shares  in  Genentech? 

The  answer:  Nothing.  They’re  all 
investments  you  make  after  weighing  their 
risks  and  returns.  As  conditions  change, 
you  buy,  sell  or  hold  to  get  the  overall  rate 
of  return  you  seek. 

Except,  of  course,  when  P  H  O 
VO 
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it  comes  to  computer  systems.  Executives 
intimidated  by  technical  mumbo  jumbo 
don’t  ask  tough  questions  about  deadlines, 
deliverables  and  costs.  Technical  staffs 
don’t  factor  in  the  costs  of  long-term 
training,  maintenance  and  support. 

And  because  information  technology 
is  somehow  “different,”  IT  projects  are 
rarely  audited  to  see  if  they  deliver  the 

OGRAPHS  BY  MARK  HO 
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financial  benefits  they  promised.  ! 

Result:  When  the  true  costs  are  added  j 

up,  as  many  as  80%  of  technology  projects 
actually  cost  more  money  than  they  [ 

return,  says  Eiroz  Dosani,  vice  president  | 

of  Mercer  Management  Consulting  Inc.  \ 

i 

in  Atlanta.  “It’s  not  done  intentionally,” 
he  says,  “but  the  reality  is,  the  costs  are 
always  underestimated  and  the  benefits  ■ 

PER  are  always  overestimated.” 
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Windows  2000 ADVANTAGE 

The  Web  Magazine  for  IT  Leaders  Implementing  Windows  2000  and  Windows  NT  with  Compag  Services  and  Solutions 


POINT  OF  VIEW 


Agility 

As  applied  to  the  computer  industry,  the 

concept  of  agility  takes  on  a  new  meaning.  Working 

together,  Compaq  and  Microsoft  are  constantly  striving 

to  embody  that  concept. 

www.windows2000advantage.com/pov/ 

03-19-01_agility.asp 
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Don’t  blame  me,  I'm  only  the 
operating  system 

Time  after  time,  the  failure  to  communicate  business  goals 
and  the  misuse  of  information  is  blamed  on  the  operating 
system.  In  his  debut  column,  Chris  Koontz  examines  why 
these  failures  occur  and  makes  recommendations  for 


. . . . 

1  TECH  EDGE 

The  alleged  Active  Directory  security  flaw 

It  was  reported  that  Microsoft  Windows  2000 
Active  Directory  had  a  security  problem  relating  to 
the  loss  of  certain  group  information. 
www.windows2000advantage.com/tech_edge/ 
03-12-01_visua!_studio.asp 


avoiding  them. 

For  the  full  story,  visit:  www.windows2000advantage.com/ 
columns/04-23-01_os.asp 
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Chris  Koontz  shares  his  in-the-irenches 
experience 


Compaq  server  exec  reviews  market  trends 

Hugh  Jenkins,  director  of  marketing  for  Compaq  s 
Industry  Standard  Server  Group,  discusses  what 
users  expect  from  their  servers. 
www.windows2000advantaqe.com/qa/ 
03-05-01_market_trends.asp 


_  ...  _ _  . 

iCOLUMNS 

Defining  enterprise  class:  Is  Windows  2000  ready? 

Many  different  elements  comprise  true 
enterprise  class  computing.  To  determine  if  Windows 
2000  fits  this  elusive  bill,  Aberdeen  Groups  Tom  Manter 
takes  a  detailed  look. 

www.windows2000advantage,com/coiumns/ 

04-02-01_enterprise_ciass.asp 
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i  CASE  STUDIES 

RadioShack,  Starbucks  blazing  Commerce 
Server  2000  trail 

Before  Microsoft  s  Commerce  Server  2000  hit  the  street, 
it  went  through  an  extended  beta  testing  trial  with  top- 
tier  companies:  RadioShack.com  and  Starbucks. 
www.windows2000advantaqe.com/ 
case_studies/01-22-01_commerce.asp 


New  Windows  2000  Advantage  columnist  Chris  Koontz  is 
E-business  Practice  manager.  Parks  &  Company,  an  e-busi- 
ness  and  technology  consulting  firm  located  in  Charlotte, 

N.C.  In  this  position,  he  has  gained  a  wealth  of  first-hand 
knowledge  while  working  intimately  with  multiple  clients  on 
Microsoft  Windows  2000  implementation  projects.  In  this 
interview,  he  shares  that  knowledge  with  executive  editor, 
Windows2000Advantage,  Bruce  Hoard. 

For  the  full  story,  visit:  www.windows2000advantage.com/ 
qa/04-23-01_koontz.asp 

FEATURES  > 

Windows  2000  ships  with  key  middleware  tools 
for  linking,  managing  distributed  applications 

With  Windows  2000,  Microsoft  has  for  the  first  time  bundled 
many  middleware  capabilities  into  the  operating  system 
itself  as  tightly  integrated  application  services,  dramatically 
increasing  their  performance,  reliability  and  manageability 
while  cutting  costs  for  customers. 

For  the  full  story,  visit:  www.windows2000advantage.com/ 
features/04-16-01_key_middleware.asp 
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CASE  STUDY  > 

Ebone  Streaming  Media  Service  Showcases 
Windows  2000  and  Windows  Media  Services 
in  a  Compaq  Environment 

streaming  media  services  delivered  via  the  Internet  are  an  increasingly 
powerful  business  resource  for  conducting  live  meetings,  distributing  pro¬ 
motional  and  collateral  video,  and  communicating  with  employees  and 
staff  around  the  world.  This  past  fall,  Ebone,  Europe  s  original  and  most 
experienced  data-only  broadband  optical  and  IP  networking  company, 
entered  into  an  agreement  with  Microsoft  and  Compaq  to  debut  the  Ebone 
Streaming  Media  Service  across  Europe  using  Microsoft  Windows  Media 
Services  operating  under  Windows  2000  on  Compaq  servers. 

Formerly  known  as  GTS  Broadband  Services,  Ebone  is  using  its  expan¬ 
sive  fiber-optic  Internet  backbone  to  offer  streaming  media  services  to  the 
14  countries  and  38  cities  that  its  12,500-mile  European  network  currently 
serves.  Ebone  also  links  more  than  25%  of  all  Internet  users  in  Europe  and 
nearly  10%  of  all  global  IP  routes.  The  network  is  directly  connected  to 
North  America  via  Ebone  s  own  trans-Atlantic  fiber-optic  cable,  which  is 
expected  to  be  operational  in  the  first  half  of  2001. 

Ebone  s  end-to-end  service,  enabled  by  its  partnership  with  Compaq 
and  Microsoft,  removes  the  customer  s  need  to  manage  the  hardware  and 
software  requirements  of  a  complex  streaming  media  network.  It  does  this 
by  merging  optimized  server  technologies  with  dedicated,  in-house  techni¬ 
cal  expertise. 

The  Compaq-Microsoft  partnership  has  played  a  key  role  in  enabling 
Ebone  to  offer  data  encoding,  asset  management,  digital  rights  manage¬ 
ment,  scheduling,  publishing  management  and  technology  consulting  serv¬ 
ices  all  from  a  single  source. 

For  the  full  story,  visit:  www.windows2000advantaqe.com/ 

case_studies/04-23-01_ebone.asp 


QUOTE  OF  THE  WEEK  > 


"The  Windows  2000  tools  we  have,  such  as 
BizTaik  Server,  have  allowed  us  to  seamlessly 
integrate  into  the  Sun  Solaris-Oracie  solution 
our  fulfillment  partner  uses." 

—  Mark  Sundt 
chief  technology  officer 
Haystack  Toy  Co. 


What  is  Windows  2000  Advantage? 

The  mission  of  Windows  2000  Advantage  is  to  become 
your  primary  source  of  timely,  useful  information  for  planning 
and  implementing  Microsoft  Windows  2000  on  Compaq  solu¬ 
tions  and  services. 

Windows  2000  Advantage  is  a  Web-only  magazine 
because  that  lets  us  bring  you,  the  IT  leader,  great  stories 
that  apply  to  your  day-to-day  work.  We  Ikeep  you  up  to  date 
with  a  weekly  e-mail  alert  so  you  don  tmiss  a  thing. 

Windows  2000  Advantage  is  underwritten  by  Microsoft 
and  Compaq.  Its  charter  is  to  address  the  issues  that  most 
concern  IT  managers  charged  with  keeping  their  companies 
on  top  of  the  latest  and  best  solutions  Microsoft  and  Compaq 
have  to  offer.  Toward  that  goal,  we  offer  a  wide  range  of  sto¬ 
ries  including  case  studies,  columns  and  news  to  provide  you 
with  information  you  can  tfind  anywhere  else. 


www.Windows2000Advantaae.eom/500 


OUlCKPOLL  > 

Given  the  uncertain 
economic 
environment, 
how  inclined  are 
you  to  implement 
Microsoft  Windows 
2000? 


More 
Inclined . 


24% 


62% 


Less 

Inclined 


Equally 

inclined 


Cast  your  vote  now  at: 
wwyy.yVindows2000Advantaqe.eom/500 


Base:  189  Respondents 
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COVER  STORY 


Rather  than  trying  to  calculate  spe¬ 
cific  returns  on  each  project,  some  com¬ 
panies  are  saving  millions  of  dollars  each 
year  through  a  portfolio  approach  to  IT 
spending.  They  look  at  their  investments 
in  IT  —  hardware,  software  and  services 
such  as  training  —  as  if  they  were  a  col¬ 
lection  of  retirement  investments.  Some, 
such  as  stock  in  a  start-up,  are  high-risk, 
high-return.  Others,  such  as  U.S.  Trea¬ 
sury  bonds,  are  lower-risk,  lower-return. 

Within  an  IT  budget,  an  e-commerce 
project  may  be  a  high-risk,  high-return 
investment.  Infrastructure  upgrades  such 
as  buying  a  faster  network  are  low^er-risk, 
lower-return.  This  is  critical  because  as 
you’re  evaluating  all  proposed  spending  at 
once,  it’s  easier  to  cut  redundant  projects 
or  those  that  don’t  help  the  company  meet 
its  most  pressing  business  needs. 

But  moving  to  portfolio  management 
requires  firm  backing  from  top  manage¬ 
ment,  a  strong  program  office  to  manage 
the  process,  an  energetic  and  committed 
team  to  implement  the  change  and  a 
strong  analysis  methodology. 

“The  same  kind  of  business  discus¬ 
sion  you  have  in  other  capital  projects 
[such  as  building  a  new  factory]  works  well 
in  IT  projects,  if  you  just  teach  the  senior 
management  how  to  ask  the  same  business 
questions  of  IT,”  says  Dosani.  “What  will 
be  the  real  cash  flow  impact?  What  is  the 
real  dollar  impact  if  this  initiative  is  suc¬ 
cessful?  And  who  is  committed  to  [deliv¬ 


ering]  that  increase  in  revenue,  increase  in 
margins  or  decrease  in  costs  from  the  busi¬ 
ness  side?”  These  questions  should  be 
answered  upfront,  he  says. 

ING  Americas,  an  arm  of  Nether¬ 
lands-based  ING  Group  NV,  a  financial 
services  giant  with  $386  billion  in  assets 
under  management  at  the  end  of  last  year, 
saved  $16  million  in  1999,  the  first  year 
it  used  the  portfolio  approach,  says  Steve 
Stecher,  executive  Gee  president  and  CIO. 
The  unit,  which  has  annual  IT  costs  of 
about  $475  million,  achieved  those  savings 
by  eliminating  redundant  projects  and  cut¬ 
ting  costs  out  of  others. 

For  example,  ING  Americas  had  three 
competing  projects  in  IT  to  allow  employ¬ 
ees  to  gain  access  to  multiple  applications 
wath  a  single  sign-on. These  have  now  been 
consolidated. 

The  portfolio  management  approach 
also  revealed  that  several  units  were  look¬ 
ing  to  upgrade  similar  applications  used 
for  making  pa^anents  to  agents  and  cus¬ 
tomers.  Not  only  is  ING  eliminating  some 
of  the  competing  projects,  Stecher  says, 
but  it’s  also  looking  to  use  the  surviving 
projects  as  “centers  of  excellence”  that  can 
share  their  systems  and  expertise  with  the 
rest  of  the  company. 

Even  more  important,  the  program 
office  played  a  key  role  in  merging  the  IT 
organizations  and  systems  of  companies 
ING  Americas  has  acquired,  such  as  Aetna 
Financial  Ser Gees,  Aetna  International  and 
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■  Firm  backing  from  top  management  i 

■  A  strong  program  office  to  develop  ; 
templates,  processes  and  analysis  tools  , 

■  Risk/reward  analysis  methodology  and 

enforcement  measures 

.  = 

ReliaStar  Financial  Corp.  The  approach 
has  been  so  successful  that  the  parent  com¬ 
pany  is  considering  using  it  as  a  model  for 
all  its  European  operations. 

The  U.S.  Department  of  Housing 
and  Urban  Development  (HUD)  saved 
close  to  $36  million  in  fiscal  2000  and 
2001  through  an  enterprisewide,  port- 
folio-based  review  of  projects  that  could 
be  consolidated,  says  Debra  Stouffer, 
deputy  CIO  in  the  agency’s  office  of  IT 
reform. 

Strong  project  management  offices 
dedicated  to  IT  portfolio  management 
were  key  for  ING  and  HUD  because  they 
generate  the  cost,  benefits  and  risk  infor¬ 
mation  used  to  assess  individual  projects. 

It  was  even  more  critical  for  Stecher, 
who  had  to  help  merge  the  IT  units  of  the 
acquired  companies  while  creating  cen¬ 
tralized  IT  services  to  be  shared  by  the  for¬ 
merly  independent  business  units.  He  built 
an  enterprise  program  management  office 
to  avoid  the  chaos  that  can  accompany 
such  ambitious  mergers. 

In  addition  to  the  usual  project  man¬ 
agement  required  for  all  IT  initiatives, 
the  program  office  develops  templates, 
processes  and  tools  for  companywide 
use.  But  Stouffer  warns  that  tools  aren’t 
enough.  “You  need  to  come  up  with  poli¬ 
cies  [and]  procedures”  for  assessing  risk  and 
enforcing  the  assessment  process,  she  says. 

Very  few  companies  assess  both  the 


Three  Critical  Business  Questions 
ThatiMustsBe  Answered  lUpfront 

I  •  What  is  the  real  cash  flow  impact  of  the  IT  project? 

•  What  is  the  real  dollar  im  pact  if  the  IT  project  is  successful? 

•  Who  specifically  is  committed  to  delivering  the  increase  in  revenue,  increase 
in  margins  or  other  benefits? 


o 
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cost  and  benefit  of  IT  projects,  says  Chip 
Gliedman,  an  analyst  at  Giga  Information 
Group  Inc.  in  Cambridge,  Mass.  But  it 
can  be  done  'without  cumbersome  bureau¬ 
cracies  or  figuring  everything  to  a  statis¬ 
tical  degree  of  accuracy.  Merely  adding 
the  'words  “as  measured  by”  to  a  descrip¬ 
tion  of  a  project’s  benefits  goes  a  long  way, 
he  says.  If  the  goal  is  to  improve  the  per¬ 
formance  of  salespeople,  says  Gliedman, 
their  progress  could  be  measured  by  the 
number  of  calls  it  takes  to  close  a  deal. 

Dosani  says  that  to  “separate  the  real¬ 
izable  hard  benefit  from  the  fluff,”  chal¬ 
lenge  the  business  unit  to  be  accountable 
for  the  alleged  project  benefits.  If  pro¬ 
ductivity  rises  10%  in  a  department  of 
1 00  people,  says  Dosani,  will  the  business 
unit  “actually  lay  off  1 0  staff,  or  are  you 
going  to  assign  1 0  people  ...  to  a  new 
activity?”  Many  project  sponsors  back  off 
their  claims  at  that  point,  which  is  a  sig¬ 
nal  to  the  business  managers,  also  known 
as  the  “portfolio  managers,”  that  the  proj¬ 
ect  is  a  riskier  investment  than  first 
thought.  The  aim  of  this  exercise  is  to  test 
specific  cost/benefit  claims  for  a  new  proj¬ 
ect.  After  finding  a  bogus  claim,  business 
managers  can  use  the  technique  to  test 
other  claims  and  then  change  the  project, 
kill  it  or  proceed  for  other  reasons. 

Some  companies,  such  as  ING,  may 
develop  common  metrics  for  judging  all 
projects.  “Whether  [die  benefit]  is  in  terms 
of  improving  operating  efficiencies  or 
eliminating  positions  with  automation,  we 
identify  those  and  put  in  place  post¬ 
mortem  reviews  to  make  sure  the  bene¬ 
fits  identified  are  actually  realized,”  says 
Stecher.  The  corporate  program  office 
uses  these  postmortems  to  improve  cri¬ 
teria  for  evaluating  future  projects. 

Dosani  says  most  IT  managers  simply 
underestimate  the  costs  and  overestimate 
the  benefits  of  their  projects.  Common 
pitfalls  include  failing  to  account  for  the 


costs  of  ongoing  training,  support  and 
changes  to  processes  needed  to  make  a 
system  work  —  costs  that  can  add  up  to 
five  to  10  times  the  original  price. 

Once  the  program  office  has  reason¬ 
ably  accurate  cost,  benefit  and  risk  data, 
the  fun  begins:  Who  gets  the  most  money 
and  the  most  control  over  strategic  IT 
systems? 

Both  ING  and  HUD  use  a  multitiered 
system  that  filters  projects  up  to  a  high- 


level  committee  made  up  of  business  and 
IT  managers.  The  group  meets  to  review 
the  status  of  IT  projects  against  the  back¬ 
drop  of  changing  market  conditions,  cor¬ 
porate  performance  and  new  strategic  ini¬ 
tiatives.  In  each  case,  business  managers, 
not  IT  managers,  play  a  major,  if  not  final, 
role  in  deciding  the  fate  of  IT  projects. 

For  the  past  three  years,  ING  Amer¬ 
icas’  enterprise  program  management 
office  has  tracked  projects  costing  more 


To  separate  the  realizable  hard  benefit  from  the  fluff, 
challenge  the  business  unit  to  be  accountable  for 
the  alleged  project  benefits.  Kill  it,  or  move  ahead. 
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Change  is  difficult.  And  the  issues  get  even  thornier 
when  you’re  trying  to  impose  new  discipline  on 
managers  used  to  running  their  own  shows. 


than  $  500,000,  using  internal  consultants 
and  an  IT  controller’s  office  to  evaluate 
costs,  risks  and  benefits.  After  review, 
projects  proceed,  with  a  recommenda¬ 
tion  from  the  program  management 
office,  to  a  committee  of  business  unit 
CEOs  who  make  the  final  call.  Projects 
less  than  $500,000  were  under  the  con¬ 
trol  of  business  unit  CEOs. 


Because  ING  Americas  has  grown  so 
dramatically,  business  unit  CEOs  are  get¬ 
ting  authority  to  approve  larger  projects, 
says  Stecher,  although  they  will  still  get 
recommendations  from  a  business  unit 
program  management  office.  Multi- 
million-dollar  projects  will  still  be  evalu¬ 
ated  by  the  companywide  program  man¬ 
agement  office,  for  final  action  by  the 


CEO  and  CIO  of  ING  Americas. 

i 

InfrastructureTelated  projects  that 
affect  multiple  business  units  are  reviewed 
by  a  council  of  CIOs  from  the  businesses, 
which  makes  recommendations  to  a  CEO 
council  that  has  the  final  say. 

At  HUD,  the  initial  assessment  is 
done  by  a  team  that  includes  staffers  rep¬ 
resenting  procurement,  the  CIO’s  office 
and  the  chief  financial  officer.  From  there, 
the  project  goes  to  a  working  group  of  the 
Technical  Advisory  Board  Executive  Com¬ 
mittee  and  then  to  the  executive  com¬ 
mittee  itself.  That  committee,  made  up  of 
about  20  managers  from  both  the  IT  and 
business  units  within  HUD,  meets  quar¬ 
terly  to  decide  the  fate  of  projects. 

As  any  manager  knows,  change  is  dif¬ 
ficult,  and  senior  management  has  to  be 
ready  to  enforce  the  tough  decisions.  After 
all,  as  Stouffer  points  out,  portfolio  man¬ 
agement  “affects  who  gets  what  money.” 

The  issues  get  thornier  when  you’re 
trying  to  impose  new  discipline  on  man¬ 
agers  used  to  running  their  own  shows. 
Stecher  has  eased  the  way  at  ING  by  pro¬ 
moting  employees  with  top  IT,  project 
management  or  change  management  skills 
from  the  firms  ING  has  acquired  and  mak¬ 
ing  their  best  tools  and  processes  part  of 
the  portfolio  management  strategy.  One 
example:  Stecher  plans  to  adopt  a  third- 
party  tool  used  by  Aetna  to  track  the 
resources  spent  on  software  development. 

Even  for  the  leading  adopters,  port¬ 
folio  management  is  a  work  in  progress. 
ING  is  wrestling  with  how  to  fast-track 
critical  e-commerce  projects  while  keep¬ 
ing  some  financial  control  and  ensuring 
compatibility  with  other  ING  systems. 

But  whatever  the  challenges,  advo¬ 
cates  say,  well-run  portfolio  management 
beats  the  guesswork  returns  on  question¬ 
able  projects.  Now  if  they  could  only  do 
something  about  those  fourth-quarter 
mutual  fund  results.  ROI 
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To  stay  competitive  today,  your  business  must  adapt  faster  than  ever.  Now  there's 


With  our  software, 
the  decisions  you  make 
tonight  can  change  your 
business  tomorrow. 


Brokat  Advisor'^’'  (from  Blaze) 


software  that  can  keep  pace.  Applications  built  with  Brokat  Advisor^^  (from  Blaze) 
can  be  modified  by  anyone- no  programming  skills  required.  Which  makes  your 
organization  more  responsive  to  changing  market  conditions  and  consumer  demands. 
And  since  Advisor-based  applications  require  less  intervention  from  technical 
personnel,  they're  more  cost-effective  to  create  and  maintain.  To  learn  more  about 
our  revolutionary  rules  management  software,  request  our  free  white  paper. 
Just  call  1-800-876-4915  or  download  it  from  the  Web  at  www.brokat.com/anyone. 


BrokatTechnologies" 

Unleashing  User-Powered  Business" 


Technologies  Inc.  BrpWl^ei^kat  Technologies  logo  and  “Unleashing  User-Powered  Business"  are  Iradetnarks  of  Brokat  Technologies 
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THE  RESEARCH  BOARD  IS  THE  IT  COMMUNITY’S  PRIVATE  THINK  TANK. 
IN  THIS  RARE  INTERVIEW,  CEO  PETER  SOLE  TALKS  ABOUT  WHAT’S  ON  THE 
MINDS  OF  TOP  TECH  EXECUTIVES  BY  MARYFRAN  JOHNSON 


As  CEO  OF  The  Research  Board  Inc.,  Peter  Sole  commands 
the  attention  of  the  world’s  most  influential  CIOs.  The  board, 
which  provides  research  services  to  the  CIOs  of  1 00  leading  cor¬ 
porations,  is  an  elite  think  tank  based  in  New  York  whose  mem¬ 
bers  collectively  wield  tens  of  billions  of  dollars  in  IT  buying 
power. The  board  also  offers  access  to  computer  industry  chiefs, 
who  have  been  known  to  clear  their  calendars  when  summoned. 

The  board’s  greatest  value.  Sole  says,  is  its  ability  to  provide 
these  IT  leaders  with  the  “time  and  space  to  think,  to  be  challenged 
and  to  try  out  ideas  with  each  other.”  Sole  hails  Irom  a  CIO  back¬ 
ground  himself,  having  served  as  the  top  technologist  at  Dixons 
Group  PLC  and  at  Lloyd’s,  the  leading  underwriting  firm  in  the 


U.K.  In  1 993,  Sole  founded  Wentworth  Research,  a  CIO  research 
service  in  the  U.K.  and  Hong  Kong.  Gartner  Inc.,  which  now' 
owns  The  Research  Board,  acquired  Wentw'orth  in  1998.  Sole 
went  on  to  hold  senior  executive  positions  at  Gartner,  including 
head  of  research  and  advisory  services  in  Europe,  the  Middle  East 
and  Africa  and  head  of  executive  programs  worldwide. 

In  its  30  years.  The  Research  Board  has  studiously  avoided 
press  attention.  But  in  this  conversation  with  Computenvorld  Edi¬ 
tor  in  Chiel  Maryfran  Johnson,  Sole  discusses  the  most  pressing 
challenges  conlronting  CIOs  at  the  w'^orld’s  leading  corporations. 

PHOTOGRAPHS  BY  BERND  AUERS 
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Q&A 


A  COMPANY’S  BRAND 

AND  ITS  VALUES 

ARE  GOING  TO  BE  SUPPORTED 

BY  THE  QUALITY 

OF  ITS  INFORMATION  SYSTEMS. 

it  all  to  find  value  and  insight? 

$OLE:  One  of  the  best  things  a  CIO  can  do  is  get 
the  smartest,  most  experienced  people  around 
and  compare  notes.  Ask  about  the  quality  of  their 
suppliers  or  their  experience  with,  say,  a  particu¬ 
lar  [enterprise  resource  planning]  system.  What 
we’ve  created  [at  The  Research  Board]  is  an  envi¬ 
ronment  of  trust,  which  takes  years  to  establish, 
where  very  senior  people  can  deal  with  quite  sen¬ 
sitive  things.  You  have  to  be  certain  that  your  con¬ 
fidences  won’t  be  abused,  and  you’ll  get  something 
back  for  what  you  invest. 


ROI:  What  do  you  see  happening  to  the  role  of  CIOs  as  they  get 
more  deeply  involved  with  strategic  business  concerns? 

SOLE:  Many  are  not  IT  specialists.  They  are  businesspeople  with 
IT  as  part  of  their  portfolio.  Typically,  they  are  concerned  with  not 
just  IT,  but  other  responsibilities  like  logistics,  operations,  supply 
chain,  e-business  initiatives.  Some  control  venture  capital  funds  set 
up  to  develop  relationships  between  their  organizations  and  lead¬ 
ing-edge  companies.  They  all  sit  on  the  executive  committee  or 
the  board,  and  without  exception  they  are  seen  as  one  of  the  [sen¬ 
ior  management]  team. Their  key  responsibilities  are  making  sure 
their  companies  get  maximum  benefit  from  IT  investment. 

ROI:  How  worried  are  CIOs  about  their  continually  evolving  roles 
in  e-business? 

SOLE:  That’s  a  function  of  whether  they’re  pursuing  these  things 
or  being  pursued  by  them.  The  role  of  the  CIO  is  about  risk  and 
involvement;  e-business  is  no  different. The  best  CIOs  are  always 
looking  for  leverage  opportunities  around  new  technologies  or 
software. They  keep  their  eye  on  the  bleeding  edge,  either  by  being 
on  it  or  knowing  who’s  on  it.  Some  have  little  groups  with  exper¬ 
imental  work  ongoing;  some  visit  the  venture  capitalists. They  all 
have  a  way  of  keeping  a  finger  on  the  pulse. 

ROI:  There  is  such  an  overwhelming  amount  of  information  avail¬ 
able  from  multiple  sources,  though.  How  do  CIOs  sift  through 


ROI:  What  kind  of  an  impact  has  all  the  buzz  about  the  New  Econ¬ 
omy  had  on  your  members? 

SOLE:  Some  people  talk  about  the  New  Economy,  and  others  talk 
about  the  “Now”  Economy.  I  think  it’s  really  the  “Know”  Econ¬ 
omy.  By  that  I  don’t  just  mean  instant  gratification,  but  rather  the 
commercial  difference  between  knowing  now  and  know  ing  later. 
It’s  about  removing  the  uncertainty.  Most  importantly,  you  want 
to  remove  the  time  lag,  which  costs  you  money.  In  the  Know 
Economy,  you  want  to  know  what’s  going  on,  and  you  want  to 
be  able  to  react  on  the  spot,  ideally  in  real  time. 

It’s  no  accident  that  the  currency  markets  and  equity  mar¬ 
kets  operate  in  real  time,  where  fractions  of  a  second  matter.  They 
are  setting  the  standard  for  business  generally. 

ROI:  Is  it  fair  to  say  that  return  on  investment  concerns  are  front 
and  center  with  CIOs  these  days? 

SOLE:  That  depends  on  the  culture  of  the  company.  Some  are  very 
ROI-driven,  where  every  business  proposal  must  have  a  traditional 
assessment  of  ROI. This  can  be  very  difficult  for  major  efforts  like 
infrastructure  [because]  trying  to  estimate  the  likely  return  is  very 
difficult.  It’s  like  investing  funds  in  new  ventures;  it’s  speculative. 
It’s  the  judgment  around  the  assumptions  that  matters. 

CIOs  are  still  having  to  justify  projects  the  way  they  always 
did,  but  I  do  think  we’ve  moved  away  from  cost  savings  as  the 
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In  1969,  we  worked  on  a 
SECRET  GOVERNMENT  PROJECT 
that  became  the  Internet. 

OHHH,  SO  THAT’S  WHY  NOBODY  KNOWS  WHO  WE  ARE! 


Back  in  the  '60s  a  small  band  of  computer 
whizzes  was  hired  by  the  Department  of 
Defense  to  work  on  the  ARPAnet.  Or  what  is 
commonly  known  as  the  forerunner  to  the 
Internet.  These  visionaries  came  from 
the  legendary  research  and  develop¬ 
ment  company,  BBN. 

Government  work  being  what  it 
is,  there  wasn't  a  lot  of  publicity 
about  this. 

Their  work  did,  however,  yield 
many  firsts.  The  first  router.  The  first 
e-mail  message  sent  over  a  network. 

The  first  packet  network  encryption  tech¬ 
nology  and  more. 

Years  later  GTE  acquired  BBN  and 
invested  billions  to  expand  their  existing 
infrastructure  into  a  17,500-mile,  Tier  1,  fiber¬ 
optic  global  network. 


Black  Rocket™ 
is  Genuity's 
eBusiness 
Network  Platform. 


Spun  off  from  GTE  last  year,  this  power¬ 
house  of  Internet  services  is  known  today 
as  Genuity.  With  Data  Centers  strategically 
located  around  the  world  and  Network 
Operations  Centers  continually  moni¬ 
toring  security  and  bandwidth  for 
serious  eBusinesses  everywhere. 

Innovation  is  in  our  blood.  And  now 
we've  combined  our  expertise  in  Web 
Hosting,  Internet  Access,  Transport 
and  Security  into  an  integrated 
eBusiness  Network  Platform  called 
Black  Rocket.  Our  "Rocket  Engineers" 
can  ensure  your  project  runs  smoothly  from 
the  start,  allowing  you  to  reduce  the  cost  and 
complexity  of  building  and  deploying  eBusiness. 

To  put  our  30  years  of  experience  to 
work  on  your  eBusiness, visit  www.genuity.com/ 
blackrocket  or  call  1 -800-GENUITY. 


A  BRIKF  HISTORY 


In  1969,  BBN  was  hired 
by  the  U.S.  government  to 
develop  the  ARPAnet,  the 
forerunner  of  the  Internet. 

INTERNETWORKING 

In  1  997,  BBN  was  acquired 
by  GTE,  the  company  that 
created  our  high-speed, 
17,500-mile,  Tierl,  fiber¬ 
optic  network. 

GENU  TY 

In  2000,  GTE 
Internetworking  became 
an  independent  company, 
renaming  itself  Genuity. 

Today,  we  offer  a 
vast  array  of  managed 
Internet  services, 
including  Black  Rocket™ 


GENU  TY 


classic  driver.  “Install  this,  get  rid  of 
these  people,  save  money.”  Those 
days  are  gone.  What  people  are  much 
more  interested  in  now  is  removing 
friction  in  the  way  the  company  does 
business  .  .  .  sharpening  up  the 
supply  chain,  right  from  suppliers 
through  to  the  customer.  The  big 
emphasis  now  is  on  speed  and  agili¬ 
ty,  which  of  course  implies  innova¬ 
tion. 

The  rules  of  competition  change 
as  industries  find  new  ways  of  doing 
things.  What  is  making  it  possible,  of 
course,  is  the  Internet  and  open  stan¬ 
dards.  It  also  means  our  installed  base 
of  systems  needs  a  refurbishment.  If 
you  have  to  wait  for  information 
about  what’s  happening  in  your  sup¬ 
ply  chain  or  your  customer  base,  the 
longer  it  takes  to  react,  the  more 
inefficiency  you  have  in  your  system. 

ROI:  Is  there  such  a  thing  as  a  system  that’s  too  efficient? 

SOLE;  There  can  be  a  downside  with  efficiency.  As  we  take  the  slack 
out,  we  become  more  dependent  on  the  system  and  quality  of 
information  in  it.  It’s  a  creeping  dependence.  A  good  example  is 
the  supply  chain  behind  tlie  fuel  crisis  in  the  U.K.  [last  year].  It  took 
just  four  days  for  the  country  to  come  to  a  grinding  halt. The  British 
government  had  no  idea  that  the  supply  chain  had  become  so  com¬ 
pressed  and  hence  fragile.  Once  they  stopped  things  up  in  the  sup¬ 
ply  chain,  the  whole  thing  drained  out  in  no  time.  That  can  hap¬ 
pen  to  companies.  An  individual  supplier  gets  into  trouble,  and  if 
you  don’t  know  quickly  enough,  you’re  in  trouble. 

ROI:  Does  the  quality  of  its  IT  relate  more  directly  these  days  to 
how  well  a  company  deals  with  its  customers  and  suppliers? 
SOLE:  Increasingly,  a  company’s  brand  and  its  values  are  going  to 
be  supported  —  or  detracted  from  —  by  the  quality  of  its  infor¬ 
mation  systems.  If  a  company  is  decent,  legal,  honest  and  respon¬ 
sive  to  customers,  yet  when  you  phone  up  no  one  can  tell  you 
where  your  order  is  or  the  right  price  in  your  market,  or  whether 
you  are  one  of  their  top  customers,  then  that’s  inconsistent  with 
the  mission  and  values  they’re  trying  to  project.  The  most  vivid 
example  of  systems  being  out  of  line  with  customer  expectations, 
hence  damaging  the  brand,  is  the  recent  presidential  election. 
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Consumer  expectations  are 
being  driven  by  best  in  class. The  fact 
that  you’re  an  Old  Economy  com¬ 
pany  doesn’t  make  you  immune 
from  these  competitive  pressures. 
Everything  you  do  is  a  marketing 
statement.  Every  interaction  says 
something  about  your  brand.  Cus¬ 
tomers  are  getting  fed  up  with 
organizations  that  don’t  know  who 
they  are.  What  is  it  Peter  Drucker 
said?  “Marketing  and  innovation  are 
everything  —  the  rest  is  overhead.” 
If  every  CIO  increased  his  or  her 
focus  of  attention  to  marketing  and 
innovation,  say  by  20%  per  annum, 
that  would  be  great. 

ROI:  Are  Research  Board  members 
making  technology  investments  to 
match  best  of  class  or  to  drive  the 
definition  of  best  in  class? 

SOLE;  They  don’t  sit  down  and  say,  “Hey,  how  do  we  create  best 
in  breed?”  They  sit  down  and  say,  “How  do  we  do  this  much  bet¬ 
ter  for  our  customers?  How  do  we  change  the  way  we  do  busi¬ 
ness?”  I  think  the  most  successful  companies  are  focused  on  what 
they’re  doing  and  not  worrying  too  much  about  the  other  guys. 
They  are  —  all  the  time  —  trying  to  set  the  pace. They’re  trying 
to  make  their  relationship  with  the  customer  the  best  it  can  be. 

ROI:  How  are  they  improving  those  relationships  with  customers? 
SOLE:  I  see  CIOs  very  active  in  webifying  their  businesses  and 
opening  systems  up  to  be  accessible  to  customers  and  suppliers. 
So  they  are  all  heading  in  the  direction  of  what  I  call  joined-up 
computing  and  real-time  systems.  What  I’m  also  observing  is  that 
there’s  an  awful  lot  more  collaboration  within  industry  groups 
than  there  used  to  be. The  airlines  collaborate  like  mad,  while  still 
competing.  So  do  many  others.  All  these  business-to-business 
exchanges,  which  must  be  sponsored  and  supported  by  the  CIOs, 
are  another  example  of  collaboration.  A  significant  proportion  of 
Board  members  are  personally  involved  in  the  creation  of 
exchanges  within  their  industries.  It  has  required  them  to  create 
some  ground  rules  for  this  level  of  collaboration,  but  because  IT 
is  a  collaborative  kind  of  business,  that  does  create  a  framework 
of  trust.  Being  part  of  The  Research  Board,  where  trust  and  col¬ 
laboration  are  part  of  the  culture,  also  helps.  ROI 


IF  ALL  CIOs  INCREASED 

THEIR  FOCUS  OF 

ATTENTION  TO  MARKETING  AND 

INNOVATION 

BY  20%,  THAT  WOULD  BE  GREAT 


APC  was  chosen  by  PC  Magazine  as  one  of  the  “Top  100 
Technology  Companies  That  Are  Changing  The  World"  (10/99). 
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Whether  you  need  a  surge  protector  for  a 
printer,  UPS  for  PC  or  rack-mount  server,  or 
SOOkVA  3-phase  for  a  datacenter,  APC  is  your 
one-stop  shop  for  enterprise  power  availability. 


APC 

Legendary  Reliability™ 


APC  s  power  availability  solutions  prevent  the 
power  problems  that  threaten  business  uptime. 

The  electricity  that  powered  lights  and  copiers  yesterday, 
is  less  than  ideal  for  businesses  in  the  digital  world 
today.  The  slightest  fluctuation  in  power  can  affect 
sensitive  computer  equipment  behind  customer-facing 
web  sites,  e-commerce  and  ERP  systems  resulting  in 
costly  downtime. 

ARC'S  award-winning  solutions  and  industry  leadership 
continue  to  set  the  standard  in  power  protection.  ARC'S 
services  and  array  of  products  —  from  surge  suppressors, 
URSs,  cables  and  racks,  to  3-phase  URSs  and  DC 
power  systems  —  are  why  over  10  million  users  put 
their  power  availability  needs,  from  desktop  to  data¬ 
center,  in  the  capable  hands  of  ARC. 

ARC  protects  more  networks  worldwide  than  any  other 
vendor.  Let  ARC'S  Legendary  Reliability™  work  for 
you.  Contact  us  today! 

APC  Symmetra^'’  Power  Arraf 

'■  APC  was  named  to  the  2000  InformationWeek  500 
rahlang  of  the  top  IT  innovators  (09/1 1/00). 


All  entrants  will  receive 

^  Enter  to  Win  a  FRE  APC  Smart-UPS®  RM  700!  JS,*-;: 

^  Visit  http://promo.apc.com  Key  Code  y795z  •  Call  888-289-APCC  x1867  •  Fax  401-788-2797 
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Betting  on  Technology  Start-ups 

Here’s  how  to  improve  jour  odds  oj  picking  a  winner  by  gus  tai 
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It’s  A  DILEMMA  EVERY  CIO  HAS  TO  CONFRONT 
sooner  or  later:  stay  with  your  established  soft¬ 
ware  vendors,  or  buy  from  an 
unproven  start-up. You  know  what  you’re 
going  to  get  with  Oracle,  SAP  or  Micro¬ 
soft,  but  buying  from  them  can  become 
another  step  toward  getting  locked  into 
a  single  rigid  platform.  Going  with  a 
start-up,  on  the  other  hand,  can  help 
you  control  your  own  destiny  in  today’s 
open  computing  environment.  Being  the  first  to  have 
the  right  technology  may  also  give  you  a  sizable  com¬ 
petitive  advantage. 

But  in  an  industry  where  the  failure  rate  for  start¬ 
ups  hovers  around  40%,  how  does  a  savvy  CIO  deter¬ 
mine  when  to  go  with  a  start-up  and  which  ones  to 
bet  on?  Here  are  a  few  guidelines: 

FOCUS  ON  PAIN  AND  PROFITABILITY.  If  you’re 
going  to  take  a  chance  on  a  start-up,  the  new  vendor 
should  be  addressing  a  major  pain  point  that  directly 
translates  into  profitability. 

For  example,  in  an  informal  CIO  survey  my  com¬ 
pany,  Trinity  Ventures,  recently  conducted,  roughly 
three  quarters  of  executives  listed  “improved  storage 
management”  as  one  of  their  top  three  priorities.  One 
CIO  said  that  without  the  right  storage  system,  his 
company’s  IT  resources  wouldn’t  scale  to  match  the 
business’  expected  60%  revenue  growth  for  that  year. 
Given  the  lack  of  alternatives  from  major 
vendors,  this  CIO  said  any  system  would 
provide  a  large  enough  incremental  benefit 
to  offset  the  risk  of  working  with  a  start-up. 

For  a  $  1  billion  company  with  a  S  %  after¬ 
tax  profit  margin,  putting  the  storage  frame¬ 
work  in  place  to  allow''  for  an  additional  1% 
revenue  growth  WDuld  justify  a  $  1  million  ini- 


egy  team  to  determine  different  likely  scenarios  of 
market  changes  and  competitive  responses. 

EVALUATE  THE  ASSETS.  If  you  decide 
that  the  benefits  of  success  are  large  and 
the  cost  of  delay  is  great,  you  now  want 
to  focus  on  minimizing  risks.  At  this  par¬ 
ticular  start-up,  does  senior  manage- 
■  *  ^  ment  have  the  expertise  necessary  to 

get  the  job  done?  Has  the  company 
attracted  strong  financial  backing?  Does 
it  have  other  customers?  Is  it  willing  to  craft  a  con¬ 
tract  that  has  the  potential  for  early  wins  and  early 
outs?  If  there  are  development  delays,  can  you  stom¬ 
ach  the  situation  or  find  alternatives? 

If  the  start-up  can’t  pass  this  test,  you  may  want 
to  look  elsewhere.  If  it  can  and  you  choose  to  do  busi¬ 
ness  with  it,  be  proactive  about  building  a  solid  rela¬ 
tionship. 

A  key  first  step  is  to  quickly  identify  a  project 
manager  who  has  a  vested  interest  in  the  project’s  suc¬ 
cess.  You  should  also  be  prepared  to  dedicate  internal 
resources  to  helping  the  start-up  build  the  best  prod¬ 
uct  for  your  customers.  You’ll  find  that  the  stronger 
the  relationship,  the  more  influence  you’ll  have  in 
shaping  the  start-up’s  long-term  strategy,  which  in 
turn  will  lead  to  long-term  benefits  for  you.  ROI 
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To  increase  your 
company’s  Return  on 
Information...  We’re 


We’re  changing  the  way  the  world  looks  at  information. 

Working  with  over  1500  companies  worldwide,  we  understand  the 
need  to  collect,  organize  and  deliver  vital  information  of  all  kinds. 

Taking  complex  information  distributed  across  an  entire  enterprise 
—  giving  management  the  comprehensive  view  it  needs  to  make 
critical  decisions  that  affect  ROI  —  that’s  our  business. 

To  get  the  best  picture  of  your  enterprise  —  and  get  the  most  out 
of  your  information  assets  —  we’re  Ascential. 

Yesterday  we  were  Informix  Business  Solutions. 

Today,  we’re... 

Ascential 

Software 

Changing  the  way  the  world  looks  at  information. 


wwMf.ascentialsoftware.com 

800.966.9875 


©  2001  Ascential  Software,  Inc.  All  rights  reserved.  Ascential  is  a  trademark  of  Ascential  Software,  Inc.  and  may  be  registered  in  other  jurisdictions. 


security 


Crackers  Packing 

stomers jou're  a  Step  ahead  byann  harrison 


WHEN  INTRUDERS  LAST  YEAR  GAINED  ACCESS 

to  3.7  million  credit  card  numbers  in  its 
customer  database,  Internet  retailer 
Egghead.com  Inc.  took  immediate  stepk .against  extor¬ 
tion.  The  Menlo  Park,  Calif. -based  company  issued  a 
press  release  to  signal  it  wouldn’t  be  cowed  into 
silence,  reviewed  its  security  procedures  and  called  in 
law  enforcement  authorities. 

Unlike  a  previous  incident  when  a  cracker  stole 
300,000  credit  card  numbers  and  tried  to  extort 
$100,000  from  CD  Universe  Inc.,  an  onhne  retailer 
in  Wallingford,  Conn.,  Egghead  said  it  didn’t  receive 
blackmail  threats.  But  the  company’s  swift  and  strate¬ 
gic  response  to  the  security  breach  paid  off  with  cus¬ 
tomers,  including  Ryan  Russell,  IT  manager  at  Secu- 
rityFocus.com  in  San  Mateo,  Calif.  “It’s  not  that  big  a 
deal,”  he  says.  “If  [Egghead]  had  been  trying  to  cover 
it  up  so  it  would  not  lose  market  share,  it  would  have 
been  much  worse.  I,  as  a  consumer,  am  much  more 
willing  to  forgive  an  honest  mistake  than  a  cpvbrup.” 

Russell,  whose  company  runs  the  well-known 
BugTraq  mailing  list  that  posts  security  bugs,  says 
companies  tempted  to  negotiate  wilb  blackinailers 
are  usually  most  concerned  about  Iqsing  credibility^ 
and  receiving  negative  pubhcity.  .  ; 

But  negotiating  is  a  bad  idea  for  several  reasons, 
he  says.  First,  victims  can’t  trust  the  victimizers  with  • 
whom  they  are  attempting  to  negotiate.  Second,  com¬ 
panies  can’t  trust  that  an  extortionist  hasn’t  jessed  on 
stolen  information.  And  finally,  companies  that  have 
credit  card  data  stolen  are  obliged  to  report  the  theft 


to  the  credit  card  companies,  which  in  turn  will  can¬ 
cel  the  cards  an^  immediately  notify  users. 

Richard  Stienn<?n,  an  analvst  at  Gartner  Inc.- in 
Stamford,  Conn.,  Sa^'s  extortion  attempts  would 
decline  if  companies  fbfused  to  cooperate  with  would- 
be  blackmailers  and  instead  seized  the  opportunity  to 
spin  the  story  their  way.  Microsoft  Corp.  did  that  last 
year  when  an  intruder  potentially  accessed  source 
code  for  its  upcoming  operating  system  release. 
Microsoft  first  reported  that  a  cracker  had  been  inside 
its  machines  for  months  but  later  claimed  tbat  the 
intruder  had  never  accessed  the  actual  prbduct  code. 

By  spinning  the  story,  “you’re  able  to  demon¬ 
strate  to  customers  and  shareholders  thaf  not  only  did 
you  have  good  security  before,  but  you  can  respond 
quickly  and  plug  holes  as  they  occur,”  says  Stiennon. 

People  who  ferret  out  security  holtes  in  com¬ 
mercial  software  have  also  been  accused  of  blackmail. 
But  Russell  says  there’s  a  vast  difference  between 
blackmail  and  disclosure.  Blackmail  implies  financial 
gain  on  the  part  of  die  blackmailer,, he  notes,  but  the 
only  reward  for  publishing  bugs  is  recognition. 

RuSsell  says  the  harsh  hght  of  publicity  used  to  be 
the  only  way  to  get  many  vendors  to  plug  known 
isecurity  holes.  But  now,  most  software  companies  are 
more  responsive  to  bug  reports.  And.  most  bug  hunters 
now  give  companies  at  least 'several  Weeks  to  fix'a  bug 
Ibefore  they  make  flaws  public.  '  * 

Says  Russell,  “It’s  getting  to  the  point  wher^  the 
Recognition  you  get  if  you  don’t  give  yendors  enough 
notice  is 
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Managing  your  information  is  critical 
to  your  business  success.  After  spending 
millions  to  bring  users  to  your  portal, 
are  you  fully  maximizing  your  returns? 

Verity,  a  recognized  industry  leader,  powers 
.  .  business  portals  that  deliver  information 

to  power  their  business  portals,  when  and  where  it's  needed. 

Top  business  leaders  already  use  Verity 
software.Turn  to  the  leader  for  scalable, 
robust  and  flexible  portal  solutions. 


trust  Verity 
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More  Stories  Online: 

■  There’s  no  better  time  than  now  to 
recast  your  e-business  vision. 

■  Watching  your  workers  online?  Here’s 
why  you  need  a  privacy  and  usage  policy. 


Go  to  www.computerworld.com/roi  for  more 
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Coming  in  the  July/August  Issue: 

Partners  in  Profit 

A  cereal  company  teams  with  a  toilet  tissue  maker  to  share  truck  space 
and  transportation  costs  —  and  saves  millions  of  dollars  a  year.  The 
U.S.  Postal  Service  buddies  up  with  rival  FedEx  to  expand  its  delivery 
footprint.  Want  to  hold  corporate  hands?  Learn  the  key  role  IT  plays. 

Measure  for  Measure 

Not  all  companies  count  the  same  things.  Some  figure  cost  into  technology  ROl 
calculations.  Some  don’t.  Other  metrics-obsessed  companies,  such  as  Lockheed 
and  Caterpillar,  measure,  remeasure  and  then  audit  everything,  including  their 
own  metrics  data.  Find  out  what’s  worth  counting  and  what  isn't. 

Whatever  It  Takes 

Eastman  Chemical  has  outfitted  its  low-tech  customers  with  PCs  and 
Web  access,  invested  millions  in  internet  technology  start-ups  and 
launched  a  Web-based  logistics  and  ship¬ 
ping  company.  The  $5  billion  company’s 
e-business  czar  talks  about  how  these  proj¬ 
ects  are  now  paying  off  big-time. 

Also  Coming  in  the  Next  Issue  . . . 

why  rack  up  huge  capital  costs  when  you  can 
expense  hardware  and  software  costs?  ROl  columnist 
Gus  Tai  looks  at  how. 


balance  sheet 

Little  Guy  Blows  By 
Industry  Giants 

Compared  with  its  much  larger  com¬ 
petitors  in  the  $24.9  billion  reinsurance 
industry,  New  York-based  Holborn 
Corp.  is  a  David  among  Goliaths.  Its 
high-tech  shngshot  is  a  year-old,  secure, 
interactive  Web  site  that  enables  its  chent 
base  of  large  insurance  companies  to 
electronically  download  customized 
underwriting  information  —  something 
most  of  Holborn’s  competitors  still 
don’t  offer. 

“As  a  reinsurer,  we’re  the  middle¬ 
man,  the  broker,”  says  CIO  Curt  Asbury, 
“All  we  have  to  sell  is  our  expertise  and 
our  service.”  Asbury  took  a  risk  on  hir¬ 
ing  a  relatively  new  but  by  no  means 
inexperienced  consulting  company  to 
build  and  host  the  Web  site,  which  paid 
for  itself  in  a  little  over  six  months.  On 
an  annual  basis,  Holborn  figures  it  will 
save  $  1 50,000  or  more  in  reduced  costs 
(see  figures  below)  plus  increase  cus¬ 
tomer  satisfaction  levels  substantially.  To 
get  more  details  on  the  risks  and  rewards 
of  being  on  the  bleeding  edge  in  a 
stodgy,  technology-adverse  industry  — 
as  well  as  interviews  with  Holborn  exec¬ 
utives,  visit  wwww.computerworld.com  / roi 
and  click  on  Balance  Sheet  Notes. 

—  Julia  King 


wmmm. 

The  Costs 

The  Benefits 

$25,000 

Consulting  fees 

(In  annual  cost  savings) 

$S,ooo 

Graphics,  artwork 

$120,000  Personnel  and 

$50^000 

Internal  personnel  costs 

materials 

.:.;V,$|',50%:5T 

Computer  and 
networking  hardware 

$12,000  Postage  and  express  mail 
$iS,ooo  Phone  and  fax 

$S5,500 

L. _ _ 

Total  development  costs 

$150,000  Total  annual  cost  savings 

fO  WWW.COMPUTERWO'^LD  .COM/ROI  MAY. JUNE  2001 


■p. 


(YOU  KNOW.  THE  E-BUSIWESS  PLATFORM  FOB  THOSE 
POWERFUL  PERSONS  WHO  BUM  MULTIFUWCTIOWAL  OBGAWIZATIOWS 

WITH  ELABORATE  AWIO  WOBLOWiOE  SUPPLY  CHAIMS.) 


hi  the  new.  new  economw  lon're  nnl\  as  gontl  as  \'our  abi!it\  to  cnllabnrate  with  xotir 
emploNces,  ctistomers  and  partners.  Inter  m\. SAT. com  —  the  most  snmprehensive 
e-business  piatlorm  to  help  vou  succeed  in  the  networked  econonn.  I'rom  role-based 
enterprise  portals  and  (iKM  solutions  to  Stipph'  (diain  Management  and  mobile 
business  solutions,  mwSAP.com  prosides  e\er\  solution  sou  need  to  succeed  in  the 
new.  new  economs'.  To  learn  more,  call  (SOU  (S72  1727  or  t\  pe  in  \\  \\  w .sap.com 


THE  BEST-RUN  E-BUSINESSES  RUr4  SUP 


y.  The  Tonic  web  applications  management  enterpnse 
^  solution  has  arrived. 


Suddenly  the  leading  of  e-business  is  a  much  more 
place  to  be.  No  matter  how  customers  you 


attract. 


Tonic's  ability  to  a  web  application  problem  before  your 

customers  do,  i  the  cause,  and  take  automated  corrective 
—  guarantees  a  on-line  ex  r  xe. 


You'll  have  of  mind  in  knowing  that  your  site  is  avail¬ 
able  and  performing  at  peak.  That  the  e-world  far  less 
daunting.  Even  predictable. 


Up  and  run  in  hours,  not  days,  i-nc'  to  use  with  immediate 

results.  That's  Tonic.  And  that's  better. 

www.tonic.com 


TONK 


Giiarantpping  Yniir  Npt  Wnrkc 


Software.  Inc, 


